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(3) SPECIALCOSTREPORTINGREQUIREMENTS 
(a) 1.I f a  Provider OPERATES an adult day 
HEALTHp r o m  an assisted livingp r o m  or provides outpatient SERVICES the Provider may 
not claim reimbursement for the EXPENSESof such programs. 

1. If the Provider converts a portion of the facility to another program, the Provider 
must IDENTIFYthe existing Equipment no longer used in Nursing Facility operations and 
remove such Equipment &om the Nursing Facility records. 
2. The Provider must identify the total square footage of the cxisting Building. the 
square footage associated with the program, and the Equipment associated with the 
PROGRAM 

, 3. TheProvidermust allocate all shared costs. including shared capital costs. using a 
wclldocumented and generallyaccepted allocation method. The Provider must directly 
assign to  the program any additional capital expenditures assodated with the p r o w  

@) HOSPITAL-BASEDNURSINGFACILITIES A Hospital-Based Nursing Facility must fileCon 
REPORT on a fiscalyear basis consistent with the fiscalyear used in the DHCFP-403 Hospital 
Cost REPORT The Provider must: 

1. identify and CLAIM reimbursement only for the existing Building and Improvement 
costs associated with the NURSING Facility. The ProvidEr must allocate such COSTS on a 
square footage basis. 
2. REPORT major niovcable Equipment and 6xcd Equipment in a m e r  consistent with 
the Hospital Cost Report. In addition. the facility must CLASSIFY fixed Equipment as 
cithaBuilding IMPROVEMENTSor Equipment in accordance with the definitions contained 
in  I 14.2 CMR 5.02. The Provider may elect to be reimbursed for major moveable and  
fixed Equipment by one of  two methods: 

a. A Providermay elect to specifically identify the major movcablc and fixed 
Equipment directly rdated to the care of Publicly-Aided Residents in the Nursing 
Facility. The Provider must maintain completedocumentation in a fixcd asset 
ledger. which clearly identifies each piece of Equipment and i t s  COR date of 
purchase. and accumulated depreciation. The Provider must submit t h s  
documentation to  the Division with its first budseted NURSING Facility COS Repon. 
b. Ifthe Provider e lsc;  not to identify specifically each item of major moveable and 
fixed Equipment ,the Division uill not allow major moveable Equipment as pan of 
the FACILITY’Sallowable basis. The Division will allocate and allow fixed Equipment 
on a square footagebasis. 

3.  7?1e Provider must report additional capital expenditures directly relate.! to the 
establishment of the NursingFACILITYwithin the hospital as Additions. The Dit on w i l l  
allocate capital expenditures related to thc t o d  plant on a square footage basis. 
4. The Provider must USE dued costing whenever possible to obtain operating expenses 
associated with the NursingFacility. The Provider must allocate all COSTS shared by the 
hospital and thc Nursing FACILITYusing the statistics specified in Lhe Hospital Cost Report 
instructions. The Provider must disclose a l l  analysis, allocations and statistics utilized 
in preparing the Nursing Facility ConREPORT 
5.  Exceptforprovisions set forth in 114.2 CMR 5.03(3)@) Hospital Based Nursing 
Facilities w i l l  not be treated differently than other Providers. 

(4) 
(a) G c n u a l .  Except as provided below, Providers must file required Cost Reports for thc 
calendar YEAR by 5:OO P.M. of April 1 of thc following calendar YEAR If April 1 falls on a 
wekcnd or holiday, the reports are due by 5:OO P.M. of the following BUSINESS day  

I .  CHANGEOFOWNERSHIP The transferor must FILE Cost Reports w i t h i n  60 days aflcr a 
Change of  Ownership. Thc Division w i l l  notify rhc Division of MEDICALASSISTANCE I f  
rcquircd REPORT are not tirncly filed for apprcpriatc action by that agency. 

. . .  . .  . .NEWFACILITIESANDFACILITIESWITHMAJORADDITIOa New FACILITIESand FACILITIESwill1I ' 

Major Additions that b x o r n c  OPERATION dunng thc RATE YEAR must FILE YEAR cnd Co:t 
REPORTS u?th[n (10 days  aflcr thc closc of !tic FIRST I W O  CALENDARYEARS o f  OPERATION 
3 HOSPITAL-BASEDNURSINGFACILITIES t HOSPITAL-BASED NURSING FACILITIES m r ~ t tf ~ l r( : ( ) , , I  

REPORTS n o  LATER r h a l l  90 day5 a n c r  r l ~ rclo:c (11 t l ~ cHOSPITAL’S FISCAL YEAR 
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4 .  	 ~. If a receiver is appointcd pursuant 
to M.G.L.c. 1 1  1. 5 72N.the Provider must FILE Cost Reports for the prc-receivership 
reponing period or portion thereof. within 60 days of thc rcceiver's appointment. 

@) -. The DIRECTORYof theBureau of Long-TERmCarc may grant a 
request for M octension of the fiLing due datefor a rnaxhum of 45 calendar days. In order 
to reccivc an extension. the Provider must: 

1. submit the REQUESTitself, and not by AGENTor other REPRESENTATIVE 
2. demonstrate a t u p t i o d  circumstances which prevent the Provider kom meeting the 
DEADLINE and 
3. file the rqucst no later than 30calendar days before the due date. 

. .  
(5) -If the Cost Reports are incomplete, the Division will noti$ the 
Provider in writing within 120 days of receipt The Division will specify the additional 
information which the Provider must submit to cdmpletc the Cost Reports. The Provider must 
file the rquircd information within 25 days of the date ofnotification or by April 1 of the year 
the ConReports are hlcd, whichever is lata. If the Division fails to not i i  the Provider within 
the 12Odayperiod, the Cost REPORTS will be considered complete andwill be deemed to be FILED 
on the date of receipt. 

(6) AMENDEDREPORTS The Division wilInot accEpt amended Cost Reports unless the PROVIDER 
requests in writing. that the Division correct a mechanical reponing error within ten calendar 
DAYS ofthe date ofrhe notice ofProposed Rata b d upon the Cost Reports. At the same TIME 
the Provider must also submit amended REPORT(S) clearly marked "CORRECTED"and signed 
by thc PROVIDER acomplctc list of the changes REQUESTED and s u f f i c i e n t  documentation to 
support the requested CORRECTIONS The DIRECTOR of the Bureau of LongTerm Care will determine 
if an adjustment to corrtct such MECHANICALerror and Proposed Rates is wananted 

(7) A d d i t i o n a l .  The Division m y  rquire  the Provider to submit additional data 
and documentationduring a DESK or Field Audit even ifthe Division has acccptcd the PROVIDERS 
Cost Reports. In addition, the Division may request additional information ANDDATA relating to 
thc operations of theProvider 2nd any Relatcd PARTY 

(8) -. 
(a) If a Provider does not filc the rcquircd ConRepons by the due date, thc Division will 
delay certification of  the r a t a  for the next calendar YEARby 30 days for cach 30 day period 
or my portion thereof that thc reports are late. Thc Division will delay certification of rates 
only ifthe ncw r a t a  arc greater thm the r a t s  for the current YEAR 
@) Lfthe Provider docs not fik the required Cost Reports or any otherrequired information 
hithin six months o f  the duc DATE the Division will n o w  the Provider that it  has not 
rcccived thc reports. If thc Provider fails to f i le thc required reports,thc Division w i l l  
terminate the Provider's rates effective the following JANUARY 1 .  T h c  Division will rescind 
the termination when the PROVIDER files the required reports. 

( 1 )  !hmitl. 
(a) E x c e p t  for ncw facilities and FACILITIESwith Major Additions. as specified in 114.2 CMR 
5 I I ,  the Division will calmlate prospectivc per DIEM rates for cach PROVIDERb s c d  upon the  
PROVIDER’S Base YEAR costs. In the CASEof Nursing FACILITIESwhich include RESIDENT Care 
UNITS t hc  Division will cztabtish a scparatc pcr DIEM RATE for those beds licensed for 
RESIDENTIAL Care. 
(b) -a T l ~ cDivision w i l l  calculate t hc  Provider's RATES by summing [he
ALLOWABLE amount for cad1 separate Cost Ccnrcr Thc methodology for conlputlrlf; 
tllr dlowablc p r  DIEM AMOUNTS for each Cost Ccnrcr a l e  S C I  forrh in  rllc follow in^ SECTIONS 

I I .I 2 CMR s 00 
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Nursing Costs 

Director of Nurses 

Variable Cons 

Motor Vehicle Costs 

Administrative and General 

Capital and 0th~
Fixed Costs 
Equity 
Use and Occupancy 

114.2CMR 5.05 
114.2C M R  5.06 
114.2CMR 5.07 
114.2CMR 5.07(3) 
114.2CMR 5.08 
114.2CMR 5.09 
114.2CMR S.lO(a) 
114.2CMR S.lO@) 

(2) Except as provided below, the Base Year for 1997rates is 1993. ... 
e (a) . . The Division willcalculate r a t a  for facilities with 

no Base Year cost history. including Ncw Facilities. Facilities withMajor Additions. and 
facilitieswhich convert to nursinghome use pursuant to 114.2 CMR 5.1 1. 
@) FACILITIESSOLDDURINGTHEBASEYEAR Ifa facility was sold during the Base Year ,the 
Division will use the buyds Cost Reports for the buyer's period ofownership to determine 
allowable Base Year Costs unless the buyer 's period of  owne~hipwas of  such short 
duration that it may not appropriately be used to project costs. 
(c) -5e YEAR If a FACILITY closed after the Base Year and 
SUBSEQUENTLYrcopenaj, the Division will use the Base YearCost REport(s) to calculate the 
rata .  If no Base Year Cost REport(s) were fld, the Division wiU use the laten Cost 
REport(s) for the FACILITY fled prior to the Base Year. The Division will incrcasc Reasonable 
Nursing and Variable Costs by an appropriate Cost Adjustment Factor. 
(d) w.Ifa hospital acquires licensed Nursing Facility BEDS 
froma Nursing Facility, the hospital will be paid at the transferor's current rates. Thc 
TRANSFEROR’S Base Year costs will continue to be the basis for FUTURE rates until a YEARin which 
the  hospital opuatcd the beds bxomcs the Base Yearunder the regulation. Lffor any reason. 
the Base Year Cost Reports of the transferor have not been filed. the Division w i l l  usc the 
latest cost Repom of thetransferor to calculate the rates. If LICENSED Nursing Facility BEDS 
arttranrfcmdto a hospital kom more than one Nursing Facility, the Division w i l l  calculate 
a single set of rates for the transferee hospital by WEIGHTING the current r a t a  of the 
transferon. 

1 . .  

(e) . If a Nursing Facility which was a Private Nursing Facility 
in the BASE Year and'which timely filed a BASE YEAR Cost Report, signs e PROVIDER agreement 
to provide &USto publicly-assisted RESIDENTS in the Rate YEAR thc Division w i l l  usc that 
Base Year Cost Report to c a l c u l ~ ~rates pursuant to the methodology set forth in 114.2 
CMR 5.04 throu& 5.10. I f the Provider did not timely file a Base Year Cos! Report. the 
Provider must file a Base YearCost Report in order for the Division to compute the rates. 
(r) FACILITIESPURCHASEDFROMARECEIVER Upon the sale of a facility in receivership, the 
Division m y  use a different Base Year Cost Report if the new owner demonstrates that a 
diffacnt ax YEAR more accurately reflccts the reasonable and necessary costs of providing 
adequate resident care. 

(3) -. T h e  Division w i l l  increase Allowable Base Year Costs exclusive 
of a l l  Fixed Cons by a Cos: Adjustment Factor for 1993 through 1995 of 5.52% If there wzs 
a Change ofOwnErship in thc BASE Year,and the r a t a  are b a d  on the new owncr's rcponcd 
Base Year costs, the Division w i l l  modify the Cost Adjudment Factor to reflect thc nurnbcr of 
MONTHSfrom the midpoint of the ncw owncr's reporting period to d ~ emidpoint of thc prospcctivc 
rate period. 
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I .  The Division w i l l  determine the weighted average publicly-aided prospective rates 
for the Base YEAR and compare it to the average private rate for the Base Year. 
2. If the facility's weighted average rate is greater than the average private rate. the 
Division will  reduce the prospective rates by an m o u n t  equal to the difference beween 
the calculated rates and the private rate, multiplied by the number of privatc Patient 
Days. 

( 5 )  e.The Division will establish rates after a comprehensive Desk Audit of the Base 
Year Cost Report.The Division and Division of Medical Assistance w i l l  also. whenqer 
p~ssiblc.conduct on-site Field Audits to ensure thescarracy of the claims for reimbursement 
and CONSISTENCY in reponing. Any cod for which the Provider does not produce documentation 
q u e s t e d  during a Desk orField Audit willbe disallowed. 

(6) -. .  
. In order to be reimbursed, a cost must satisfy the following 

criteria: 
._ 	 (a) The cost must be ordinary, necessary and dircaly related to the care of Publicly-Aided 

Residents; 
(b) The cost must adhere to the Prudent Buycr Concept; 
(c) The cost must b e  for goods orSERVIES a d l y  provided in the nursing facility, and 
(d)The COST effect of transactionsthat have the effect of circumventing these rules arc not 
dowable under theprinciple that the substanceof the TRANSACTIONprevails over form. 
(e) The CORmust aaually be paidby the Provider.Examples of costs which arc not 
considered paid for purposcs of reimbuRSEmcntinclude, but are not limited to: costs which 
are discharged in bankruptcy, costs which are forgiven; costs which arc converted IO a 
promissory note; and accruals of self-insured COSTS which arc based on actuarial estimates; 

(7) -. The Division will not include in the rates those costs, as defined 
below. which are not REIMBURSABLE arc reimbursed through an allowance. or are for services 
which are billed dircaly. 

(a) 
I .  Bad debts. refunds, charity and courtEsy allowances and contractual ADJUSTMENTSto 
thc Commonwealth and other third parties; 
2. Federal and state income taxes. except the non-income related portion of the 
Massachusetts Corporate Excise Tax; 
3. 	 EXPENSES t h a t  arc not directly related to the provision of resident care including. but 
not limited to, EXPENSES related to other business activities and fund raising, sift shop 
expenses. research EXPENSESrental expense for space not required by the Department 
and expenditure offunds rwivcdunder federal GRANTS for compensation paid for training 
personnel and EXPENSES related to GRANTS of CONTRACTS for spccial projects; 
4. Compensation and fringe benefits of  residents on a ProvideR’spayroll; 
5 .  Any amounts in excess ofany SCHEDULEDoflimitation contained in 114.2 C M R  5.00; 
6 .  Penalties and interest. incurred because of late payment of loans or other 

indebtedness, late filing of federal andstatetax returns, or from late payment of 

municipal taxes; 

7. Any incrcasc in compensation or fringe benefits granted as an unfair labor practice 

after a final adjudication by the court of I a t  resort; 

8 .  The amount by which the total COMPENSATION packagc, including payroll taxes and 

benefits, for any individual, except those individuals covered by the Administrative and 

General Allowance, exceeds 575,000per annum. 

9. EXPENSESfor Purchased SERVICENursing SERVICES purchascd from tcmporary nursing

AGENCIES that are not REGISTERED with the DEPARTMENT under regulation 105 CMR 157.000; 

I O .  Any EXPENSE or AMORTIZATIN of a capitalized cost which relates to costs or EXPENSES 

incurred prior to the openin5 of t he  facil i ty,  

I I All LEGAL EXPENSES and rhosc accountlny, EXPENSES and  filing FEES aywctarcd u71h 

any  appeal process 


f i )  !LostlxiulL,mrr! t i m u d l  mALLOWANCE QI odlrr-mrclllrd METHODOLOGY 
I ADMINISTRATIVE a d  (;rnrr,\l(.[)*,IT ;I\  \CI 1 0 1 t h  111 1 1 4  2 ('MI<5 0!1, 
7 CAPITAL 3 l > ' j  O lhc r  I l r c d  COSTS 2 5  f o z t h  in I 1.1 1 CMR 5 0 ~ 1 ,  
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3.  Motor VEHICLEEXPENSES as sct forth in 114.2 CMR 5.07(3); 
4. Working Capital INTERESTas set forth in 1 14.2 CMR 5.08(c)( I ) .  

(c) The following supplies or SERVICESmust be 
billed directly to thc purchaser in accordance with the purchaser's REGULATIONSor policies. 

1. Direa physician services to the individual residents. including EmErgEncy physician 
. SERVICES required by theDepartmentpursuant to 105 CMR lSO.000. 

2. Medical supplies. 
3. PhaRmacycosts related to  LEGENDdrug prescriptions and prcscribcd LEGENDdrugs for 
individual RESIDENTS 
4.  Direct RestorativeTherapy SERVICES except for Pediatric facilities. 
5 .  The Division may include ancillary services and supplics in the rates in accordancc 
with the regulations or written policy of the purchasing agency. 

.. 

(8). S o e c i a l .  

(a) Accrued.  The Division will not &ow accrued EXPENSES which remain unpaid 

more than 120 days afta the dose of the reporting year, excluding vacation and sick time 

ACCURALS pumissiile under 1142  CMR 5.04(8)@)2. If the ProvidEr submits satisfactory 

evidence of payment, the Division may reverse the adjustment and include that cost. if 

ohenvise allowable. in the applicable rates. 

@) -. Employee Bendits include but are not limited to group HEALTHand 

life insurance, parsion plans, seasodbonuses. child care. and job related education and 

staff training. The Division will allow only the Provider's contnbutionof Gcncrally 

Available Employee Benefits. Providers may vary Generally Availablc EmployEEBenefits 

by groups of EMPLOYEESat thc option of the employer. 


1. -. Thc Division will limit BENEFITS related to salaries to 
allowable salaries. 
2. -. Providers may a m e  EXPENSES for EMPLOYEE benefits 
such as vacation. sick time, and holidays that employes have earned but have not yet 
takenwhen a LEGAL liability to pay such EXPENSES is established. The ProvidEr may 
accrue such EXPENSES only if: 

a the benefits are stated in the Provider's written employment policy; 
b. it is thc Provider's actual practice to pay such benefits; m d  
c. the benefits arc paranteed tothe employee even upon DEATH or TERMINATION of 
EMPLOYMENT 

3. . The Division w i l l  allow thc net. .  

cost of the PROVIDE 's contribution to the cost o f  required educational activities. job
related education, and staff training of employees if the Educational and training 
activities areconducted within the New Englandregion or Ncw York State. arc 
conduacd by a recognized school or other authorized organization, and are directly 
rclatcd to improving care to Publicly-Aided Residents. In order to bc rclnburscd. the 
facility must maintain RECORDS of the EXPENSES including the namEs of the schools or 
othcr organizationssponsoringtheeducational activity, the names and positions of 
EmployEEsattending, thc date and location of the activity; thc number of Continuins 
Professional Credits earned. ifany. and a copy of  the outline of the subjcas covcrcd. 

a. A l l  program designed to satisfj. thc nurses' aide training REQUIREMENT must be 
c c d i c d  by the DEPARTMENT 
b. 	 Thc NETcost is the cost of rquircdeducational activities less any reimbursEMENT 
from grant& tuition, specific donations, EMPLOYEE contributions, or orhcr SOURCES 
C. Education EXPENSESfor Administrator-in-Training arc not REIMBURSABLE 
d.  Education EXPENSES for Continuing Mucation Credits for licEnscdadministrators 
are covered by thc Administrative and Gcncral ALLOWANCE 

4 BONUSES T h e  Division will not REIMBURSEBONUSES rclatcd to profit. pnvarc 
occupancy. or to rates of rEimbursEmEnt. 
5 Thc Division w i l l  rEIMBURSE rcasonablc and ncccssary EXPENSES 
relating to a PENSION plan, subject I O  the rcasonablc cost limits scr forth In I I 4  7 CMR 
5 00, only i f  t hc  PENSION plan PROVIDES for cittrcr a fixccl. dcrcrnrirublc AMOUTN t o  t)c 
contnbutcd by rhc EMPLOYER o n  a rcgular BASIS or for a fincti. d c ~ c ~ r ~ 1 ~ n , ~ l ) l r  IOBENEFITS 1)c 

rcccivcd by the  EMPLOYEE a[  RETIREMENT 
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L m.The Division will reimburse Providers 
required by statute to make payments to municipal or county pension FUNDS for the 
e o n  BENEFIT paid by the plan to the RETIREESof the NURSING Facility covered by the 
plan. In order to be reimbursed. the Provider mun providc DOCUMENTATION of the 
allocations provided to the Public Employees Retitemat Administration Ifthe plan 
is a FUNDED plan. the Provider must also submit a SCHEDULE of the individuals 
associated with the Nursing Facility. 
b. b.The Division will REIMBURS 
reasonable and ncccSSary EXPENSES RELATING to a pension plan if: 

i. the claimed expenses R Mamount based upon fair,REASONABLE and 
ne.ccsay compensation for Services pirformed by employees; 
ii. 	 the CLAIMED EXPENSES are costs inamcd on the current year payrolls and do 
not indudepayments for prior year payrolls; 
iii. the p h o n  plan does not provide for contributionsby the EMPLOYER based 
on a contingencyof profit or at the DISCRETION of  the employer. 
iv. 	 MY forfeiture by an employee must be applied against the con of the 
PENSION plan to reduce the premiums paid by the cmploya, 
v. 	 the pension plan must haw mct the CURRENT requirements of and. ifapplicablc, 
must havenceivcd the approval ofthe hemal Revenue Service. The Provider 
must file a copy of the PENSIONplan and all applicable Internal REVENUE Service 

' forms docurnatcing IRS approval. 
(c) EQUIPMENT The Division bill allow expense to rent or  lease officeequipment 
l o c a t e d  at thefacility if the EXPENSE is reasonable and necessary and contributes to Provider 
efficiency. 
(d) -. The Division will offset EXPENSES by applicable 
income which includes. but is not limited to, RENTAL of quarten to employees or others; 
income from meals sold to non-residents; VENDING machine income; and medical records 
income. T h e  DIVISION will offset vending machine income against Variable Costs. Other 
income will bc offset against an account in the appropriate Cost Center. Ifthe Provider has 
not separately identified the con of providing laundry services to private residents as 
nquircdby 114.2CMR 5.03(2)(03., the'Division will offset laundry income against LAUNDRY 
EXPENSE 
(e)  RELATEDPARTIES The Division will not allow payments to a Related Party 
unlcss the Provider identifies both the expenses paid to the Related Party and the cost 
hmedby the Mated Party to provide the goods or services to the Provider. T h e  Division 
w i l l  limit REIMBURSEMENT of EXPENSES paid to a Related Party to the lower of a Related 
Party's cost of  providing the goods or service the market price of comparable goods oror 
services. The Division may require the Provider orRelated Party to submit documentation 
rclating to Related Party EXPENSES and costs. 

(0 SERVICES of NON-PAID WORKERS The net value of services of non-paid persons in 
positions customarily held by PAID employees. who pcrform such SERVICES on a regular basis 
BS non-paid MEMBERS of religious or other organizations must be allowable for 
REIMBURSEMENT purposes under 114.2 CMR 5.00 .  The value of the services normally 
provided on a voluntary basis, such as distribution of magazines and newspapers to residents. 
mllsf not constitute an allowable con. To qualify as an allowable cost, SERVICES of non-paid 
workers must meet the following requirements: 

1 .  T h e  amount allowed may not exceed that which would be paid others for similar 

work; 

2 .  The amount paid by the Provider to the organization must be identifiable in the 

records of the Provider es a LEGALobligation; 

3 .  The services mug be performed under an agreement between the organktion and 

rhc Provider for thc pdormance of the SERVICES without direct payment from rhc 

PROVIDER to thc MEMBER 

4 Thc SERVICES ~ U S Ibr pcrformcd on a schcdulcd basis and  rnust bc nrccsmry 

for the provision o f  adcqua rc  rcsidcnr CARE lo Publicly-hided Rcstdcnts and f o r  t h c  

EFFICIENT OPERATIONof rhc PROVIDER 

5 The SERVICES n w T [  tlr f:Jll)' discloscd or1 rhc  FOOTNOTES and EXPLANATIONS pa!;(- o f~ I I C  

COST Kcport i i o t h  IOC TOTAL EXPENSE and 111: account(s) i r l  wilictl ltlr EXPENSE rrpoltccl 
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h a m & :  Assume that h e  prevailins s a l a r y  of a registered nurse is 522.000 per year for 
full-time services. A non-paid worker. as described above, receives maintEnancEand 
othcr hefi ts  qual to a d u e  of 55,000 but no salary. T h e  ProvidEr would then include 
in i t s  records an additional 517,000 to bring the value of thc SERVICESrcndcrcd up to 
522,000. The amount of 517,000 would be allowable where the Provider assumes an 
obligation for the 55,000 EXPENSE under a written AGREEMENT with the organization for 
payment by the Provider of theSERVICES 

(Ej -. Indirect Restorative Therapy SERVICES are REIMBURSABLE 
provided that such SERVICES is dommented in a written summary. available for inspection in 
the FACILITY This summary should be in the form of a consultant log book for each DISCIPLINED 

x and should be updatedat lcast monthly. 
@) 4.The Division w i l l  include an allowance for 
costs and EXPENSES to establish and maintain an innovativc program for providing care to 
Publicly-Aided Residents if: 

1. The Provider has received prior writtcn approvalfrom the DEPARTMENT of Elder 
ABairs to establish and maintain a pro- or . 
2. The Provider participates in a special program pursuant to acontract with the 
Division ofMEdical Assistance under which it has AGREEDto accept residents designated 
by that agency. , 

(9) v.
The Division may retroactively adjust rata in certain situations 
which include, but arc not l imited to. the following. 

(a) -. If the Division learns that a Provider h u  failed to pay
EXPENSES which WCTC accrued at the end of the BASE Year and which were reimbursed in the 
rata, the Division may adjust the rates downward to remove such expenses. This does not 
apply to permissible vacation and  sick time accruals, as defined in 114.2 CMR 5.04(8)@)2. 
@) -. Thc Division may adjust rates if i t  learns that the Provider 
has made an error in the cost report which results in a material over-reimbursement to the 
Provider. 
(C) Mechanical. The Division may adjust rates if it learns  that there is a material 
error in thc rate calculations. 
(d) r r e l d .  The Division will adjust RATES to reflect the results of field audits 
conduacd by .the Division or the Division of Medical Assistance. . .
(e) TERMINATION of RECEIVERSHIP. The Division will adjustrates to reflect allowable 
rEccEivErshipEXPENSE as ddincd in 114.2 C M R  S.I2(6)(d).. .  . . .  . .(0 ). Thc Division will adjust 
rates to reflect the Look-Rack Provisions as defined in 114.2 CMR 5.1  I .  . .  . 
@) - . The Division will adjustrates to reflect allowable 
administrative adjustments as defined in 114.2 CMR 5.12. 

The Division will calculate ten mix adjusted nursing per DIEM rates based upon a 
facility's reasonable Base Year nursing costs and BASE Year case mix data 
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b. 	 The Division wi l l  calculate the Base Year average nursing cost per Management 
Minute for each facility by dividing the Base Year nursinG cost p r  diem by the 
facility's Base Year average Management Minutes score from the Case Mix Data. 
C. 	 The Division will  group Providers into three NHRAS as defined in 114.2 CMR 
5.02. 
d. 	 The Division will calculate a Nursing CEILING for each NHRA The ceiling is 
110% of the median claimed Base Year nursing cost per Management Minute 
in&rred by facilities in each NHRA 

2. The Division will not allow Base Year nursing costs which exceed the facility's 
, 	 NHRA nursing ceiling, except that the Division will not apply the nursing ceiling to 

Pediatric Nursing Facilities. 

(2) DIEMRATES 
(a) The Division will a m p a r c  &e facility's avuage Base YEAR nursing cost per 
management minute to the appropriate nursing CEILING The facility's allowable Base Year 

nursing cost pamanagement minute is the lower of the FACILIY’S average nursing tost per 

management minute or the nursing ceiling. 

@) The DIVISION will determine the case mix adjusted Base Year nursing per diem rates by 

multiplying the facility:spECIFIC mean minutes per case mix category from the CASE Mix 

Data by the FACILITY’S allowable nursing cost per Management Minute. If the faCIlity-specific 

mean minutes per case mix category quals zero, the Division w i l l  use the industry median 

minutes for that category. as derived 6om the Case Mix Data 

(c) The 1997 Nursing R a t a  are t he  case mix adjusted Base Year nursing home rates 

increased by the Cost Adjustment Factor, and increased by an additional 5.43% 


The Division will calculate a DIRECTOR of Nurses per diem based upon theProvider's 
reasonable Base Year DIRECTOR of NURSES costs. 

( I )  Director of Nurses Costs include Bas: YEAR costs for Director of Nurses salary, fringe 
BENEFITS including pension, payroll taxes and workers compEnsation. and any other cost 
associated with the DIRECTORof Nurses. 

(2) Reasonable Base YEAR Director of NURSES Cons are the lower of total Base Year Director 
of Nurses costs or 575.000. 

(3) The  Division w i l l  determine 1997 Allowable Director of Nurses Costs by increasing 
reasonableBASE Year Director OFNURSES Costs by the Con Adjustment Factor and an additional 
5.43%. 

(4) The Division w i l l  divide Nlowzblc Director of Nurses Costs by thc p a t c r  of: 
(a) 96% of current Licensed Bed Capacity for the Rate Year  times the days in Rate YEAR 
or 
(b) thc Actual Utilization R a t e  in thc Base Year. 

The Division w i l l  calculatc an dowable Variable Cost p r  DIEM bascd upon the Provider's 
rcasonablc Base Year  \'anable Costs 
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(h) Utilization Rcvicw Committee; 
(i) EmployEEPhysical E x a m s ;  
(j) Othcr Physician Services; 
(k) Housc Medical Supplics Not Resold; 
(I) Pharmacy Consultant; 
(m) Social SERVICEWorker, 

(n) Indirect RESTORATIVEand Recreation ThErapy ExpEnsE; 

(0) Othcr Rquired Education; 

(p) Job Related Education; 

(q)Quality ASSURANCE Professionals;
- (r) Management Minute Questionnaire Nurses; and 
(5) StaffDEvelopment Coordinator 

(2 ) -. Variable Cons also include Mallocation of cutainBase 
Year EXPENSES associated with the following salary"parallel accounts": Non-Nursing Pensions; 
Non-Nursing Benefits - 0th~.Payroll Taxes - Non-Nursing; WORKER’S Compensation - Non-
Nursing; Group LifE/HEalth - Non-NuRSing; and Non-Profit DES Claims. The Division w i l l  
detcrminc the allocation as follows: 

(a) The Division will add the costs in the claimed Base Year parallel accounts; 
@) The Division will'add the costs associated with the Non-Nursing salary accounts; 
(c) The Division will determine the "parallel account factor" which is the PERCENTAGE of 
non-nursing parallel accounts to total non-nuRSing'saIary accounts. 
(d) The Division will allocate a portion of the parallel accounts to the AdministrativE and 
Gcncral Cost CENTER by multiplying the parallel account FACTOR by the sum of the claimed 
Base Year salary accounts for clerical STAFFANDAdministrator in Trainins. The Division 
w i l l  allocatE thc rcrnaining PORTIONof theparallel accounts tothe Variable Cost CENTER 

(3) &tor V-. The Division will  not include Motor Vehicle ExpEnsEs as 
allowable Variable Costs. Motor vehicles include, but are not limited to, automobiles, truck. 
mu. buses and TRACTORS Motor vehicle expenses include. but are notlimited to, deprEciation, 
milcage payment& repairs, insurance, cxcisc taxes, finance charges. and d e s  tax. Thc Division 
w i l l  include a motor vehicle allowance of  51,500 in lieu of  a l l  motor vEhiclEExpEnsEs. The 
Motor VEHICLE per diem ALLOWANCEis calculatcd by dividing 41,500 by Rate YEAR Licensed Bed 
CAPACITYTIMES the days in the Rate YEAR times the greater of 96% or thc Actual Utilization Rate 
in the BASE Year. 

(4) 
.. . The Division w i l l  calculate a variable cost ceiling as follows: 

(a) Thc Division will  group a represEntativE sample offacilities into four youps: 
I .  Group 1 = Facilities in Case-MIX Group-Lightand located in HEALTHService Area 
4 ;  
2. 	 Group 2 = FACILITIES in Case-& Group-Heavy and located in Health SERVICE Area 
4,  
3 .  Group 3 = Facilities in Case-& Group-LiGht and located in Health SERVICE Areas 
I .  2. 3.  5 and 6 ;  and 
4 .  Group 4 .= FACILITIES in CasE-MiXGroup-HEaVyand located i n  HEALTH Service A r c a s  
I .  2. 3 ,  5 and 6 .  

(b) The Division will calculate a Variable Cost Ceiling for each group The ceiling is 108% 
ofthe median claimed BASE Year costs reported by a rEprEsEntativesample of Providers i n  
each group. 
(c) The Division willnot d o w  Base YEAR Variable Costs which exceed [he facility's Group 
CEILING 
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@) The Division w i l l  calculate 1997 allowable Variable Costs by increasing reasonable 
Base YEAR Variable Costs by the con adjustment factor and increasing the result by 5.43%. 
(c) The Division &ill calculate an allowable variable cod per diem by dividing allowable 
Variable Costs by the greater of Base YEAR Patient Days or  96% of the Mean LICENSEDBED 
Capacity in the Base Year times the number of days in the Base Year. 

The DivisionW;n indude in cachProvider's rates an Administrative and General Allowance 
to REIMBURSEAdministrative and General Costs. 

(1) p.Administrative and General Costs indude all EXPENSES 
relating to the following: 

(a) -. All compensation. including payroll taxes and benefits. for the positions 
ofadminimator, assinant administrator, . administrator-in-tRAining, business manager, 
scarcad and clerical staff.bookkeeping STAFF and allnaffor consultants whose duties are 
primarily administrative rather than d u d y  related to'the provision of  on-site care to 
residents or to the on-site physical upkeep of the Nursing Facility. 
@) p.Expenses d a t e d  to tasks performed by persons a~ 
a management level above that of an on-site facility department head. which are associated 
with monitoring. supervising andlor directing SERVICES provided to residenu in a Nursing 
Facility. All costs for oFF-site Buildings and Equipment.office supplies, telephone, 
conventions and meetings, help wanted ADVERTISEMENT license and dues, malpractice
INSURANCE l e g a l ,  accounting. financial and managerial sErviccs or advice including computer 
SERVICES and payroll p rowsing  are included. Expenses of a parent organization. 
management company or central office are also included to the extent that such EXPENSES 
reflect cons for the above mentioned SERVICES and arc related to the provision of care to 
Publicly-Aided Residents in Nursing Facilities located in the Commonwealth. 
(c) -. The policy-making. planning and decision-mAkingactivities 
ncccssary for thegeneral and Long-Term management of the afFairs of a Nursing FACILITY 
induding but not hedto the following: thc financial management of the facility. including 
the cost of financial accounting and management advisory consultants. the establishment of 
perronncl politics, t he  planning of resident admission policic~and the planning of the 
expansion and financing of the facility. 
(d) Administrative and General Cons include the amounts reported in the following 
accounts: 

I .  the portion of the 'parallel accounts* allocated to the Administrative and General 
Allowance pursuant to 114.2 CMR 5.07(2); 
2. Administrator Salaries; 
3 .  Payroll Taxa - Administrator, 
4 .  Worker's Compensation - Administrator. 
5. Group LifE/HEalTh - Administrator, 

6 Administrator Pensions; 

7. Other Administrator Benefits; 

E Clerical, prior to adjustment of self-disallowed amounts; 

9. 	 EDP/Payroll/BookkeepingServices; 

IO. Administrator-in-TrAIning; 

I I Office Supplics; 

12 PHONE 

13 Conventions and MEEting~; 

I4 Iiclp Wanted ADVERTISEMENT 

I 5  LICENSE and DUESRESIDENT Carc Rclatcd, 

I6 Education and TrAining - ADMINISTRATION 

I 7  Accountins - Orhcr, 

IS INSURANCE - MALPRACTICE 

I 9  Or t l r r  OPERATING EXPENSES , 

?O REALTY ( : t r rnpxny  L'anablc ( : o s t s ,  


2 I MANAGEMENT COMPANY allocalcd VARIABLE ( . o \ [ * , ,  and 

? ?  MANAGEMENT ~.oJI1;~,~ny
alloc;tIccj 1 I x r d  ( ' o . . r <  
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. .  .
(2) BASE Yea-COST The Division will  calculate the Base YEAR 
Administrative and General per DIEM cost fo. cach Provider by dividing Total Claimed Base 
YEAR Administrative and General Cons by the greater of: Base Year Patient Days or 96% of 
BASE Year Mean Licensed Bed Capacity multiplied by days in the Base YEAR For multi-level 
nursing FACILITIES withResident Care Units, Base YEAR Reported Patient Days imiudcs Resident 
Care days and Base Year Mean Licensed Bed CAPACITYincludes Resident Care Beds. 

(3)  p.For rates effective JANuary1, 1997, the Division 
w i l l  establish an allowance for Administrative and G e n d  Costs of 59.74 per &em. 

(a) -. l f a  Provider's Base YEARDIEM ADMINISTRATIVEand General Cost 

is less than the allowance, the Administrative and General Allowagce willbe its Base YEARper 

&ern Administrative and Gcnerai Cost adjusted by the Cost ADJUSTMENT Factorplus 25% of the 

d'ficrcncc between the dowancc and the PROVIDERSBase Year per &em Administrative and 

General Cost. 

Examolc. A facility with a Base Year Administrative and .General Cost per diemof S6.39, wil l  

have an AdminiSTRative and General per diem Allowance of 57.58; ([(S6.39 times I.OSSZ)] plus 

[(59.74 - 6.39) tima 0.251) 


u 9 :  

To determine allowable capital and other fixed costs. the Division will classify PROVIDERS into 
two groups. There is a separate MEthod of reimbursement for each group. Method One is sct 
forth in 114.2 CMR 5.09(3). Method Two is set forth in 114.2 CMR 5.09(4). 

. .  
(1 )  P r o v i d e r .  

(2) M e t h o d O n c . The Division will calculate allowable Capital &d Other FIXED Costs 
pursuant to Method One ifthc facility: 

1 .  was operational in 1995 and does not request an Administrative Adjustment for a 
Substantial Capital Expenditure or Major Addition on or  after January 1 .  1996; or 
2. opened on or after January 1, 1996 pursuant to  a Determination of Need approved 
by the Department by March 7, 1996; , 

3 .  	 rcqucnai M Administrative Adjustment for a Substantial Capital Expenditure on or 
LACY January I ,  1996 purara~:to a DEtermination of Need or  Final Plan approvEd by t hc  
Department by March 7. 1996; or 
4. 	 requested and mavcd an approvEdDETERMINATION of Needpursuant to the delegated 
review process in 1996 underDepartment of PubIic Health regulation 10s CMR 
lOO.SOS(a)(4). 

(b) METHODTWO The Division will reimburse capital costs pursuant to Method Two i f t he  
Provider opened der January 1. 1996 or requested 'an Administrative Adjustment for a 
Subsantid Capital Expenditure pursuant to a Determination of  Need or Final Plan either 
issued or transferred after March 7, 1996. 
(c) w.Unless a Notice of  Intent to Acquire the facility was 
filcd with the Department by March 7,1996. the transferee's capital reimbursement w i l l  be 
dercrmincd pursuant to Method Two when thecapitalproject subject to  the approval 
bccornrs OPERATIONAL 
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. .@I In 1996. 
I .  -. . .  The Allowable Basis of Fixed AssEts cffcctivc January 1 is the 
Allowable Basis ofFixcd AssEts effcctivc December 3 1 of thc prior year. 
2. m.T h e  Allowable Basis effectivc DECEMBER 3 1 is thc Beginning Basis 
plus ALLOWABLE Additions lcss fixed assEts which wcrc fully depreciated or renoved From 
SERVICEduring theyear.... 

(c) . . . T h e  allowable basis of  fixed assets for new 
facilities and facilities with major additions in thc Rate Year are thc rcasonablc construction 
COSTS as determined below. 

. 	 1. I o f N c e . .  d - . For new 
faciIitieswhich b m e  operational in 1997 or facilities which renovatc and replace beds 
pursuant to a SON approval. the Allowable Basis is the lowerof the Provider's actual 
construction cost or the Maximum Capital Expenditure approved for each category of 
assets bythe Massachusetts Pubtic HEalth Council. The Division will classify 
depreciable land improvements such as parking lot construction, on-site septic systems. 
on-site water and sewer tines.walls and rcasonabl: and necessary landscaping cons as 
Building cost. . .2. 	 . ofN C W .  

b r b a n Underbedded Arm 
exempted by the Department from the Determination of Need process. the Division 
will determine the Maximum CapitalExpenditure of newly-constructed facilities 
pursuant to the methods and CRITERIAutilized by the DEPARTMENT as set forth in IO5 
C M R  1S1 .OOO (General STANDARDS of ConStrucTion of Long Term Cure FACILITIES 
effective I80 days after final construction plans were approved by the DEPARTMENT 
or the date on which the construction contract was signed. whichcvcr is earlier. In  
determining the MCE. the Division w i l l  determine thc rcasonablc costs of 
construction. lind acquisition and dcvelopmcnt. prc-and post-filing planning and 
dcvelopmcnt. financing and major moveable equipment. For ncw construction thc 
purpose ofwhich is to replace beds or substantially renovate the existing facility. thc 
Division w i l l  determine the Maximum Capital Expenditurepursuant to the 
Department's Determination of Need GuidElinEs for Nursing Facility ReplacEMEnt 
and REnovatioN dated May 25. 1993. Au urban underbcdded projects require a 10% 
equity contribution by the applicant. 
b. 	 . .  

. Ifa facility m a k  a twElvE-bedaddition which is cxernpt 
from thc Dctcrmination of NEED process simultaneously with the construction of a 
project subject to Dctamination of N e d  approval. the dlowablc Basis is the lower 
of the provider'sactualcost per bed or the cost per BED derived from the 
Department's Maximum Capital Expenditurc amounts for each CATEGORYof assets for 
the Determination of NEEDPROJECT . .  ..

( 4  3. The Allowable Basis of 
Fixed Assets is the Net Book VALUE (the cost to the currcnt owner less accumulated 
dcprcciation which would have been allowed had the building bccn used in the MEdicAId 
Program since construction). 

1. Land: the original con of the land to the currcnt owner. 
2. Building. the n d  book valuE (deprcciatcd ovcr 40 YEARSwi th  no EQUITY supplerMEnt), 
3.  	 IMPROVEMENTS thc nct book VALUE of improvements made less than 20 YEAR before 
conversion (dcprecia!cd ovcr 40 YEARS 
4 .  	 Equipment. the net book value of EQUIPMTNE purchascd lcss than tcn years bcforc 
conversion (depreciated over tcn YEAR 

. .  . - .  
(c) vmThe Allowable Basis of Fixed 
Assets w i l l  be calculated using the DIiCFP-403 Cost REPORT cxclusivc of any assEts whlcll 
arc not appropnatc or ncccscary for nursing cart facilITiEs such a5. h u t  not lirnitcd t o .  

laboratories and x-ray EquipMEnt 
(1)CHANGEOFOWNERSHIP I f  rhcrc I S  R CHANGE of OWNERSHIP l h c  ,\llo\~.at)lc I % ~ \ I s\ ~ 1 1 1  L I ~ 

a s  fo l lo \v \  
I M 'III: /\!In\\,J!)Ic I ~ A C I TI \  ttlc I < > \ w f0 1  1I1c ACQUISITION c o 5 1  o r  111c s > c ~ ~ r t ' s ,  

ALLOWABLE I~JTI-, 
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2. BUILDING The Allowable Basis is the lower of the acquisition cost or the seller's 
allowable basis. reduced by the amount of actual depreciation allowed in the Medicaid 
ratesfor the years 1968 through June. 30, 1976 and 3993 forward. h addition. the 
seller's allowable Building Improvements will  become part o r  the Allowzblc Building 
Basis of the newowner. 
3. 	 -. The Allowable Basis is the Iowa of  the aquisition cost or the 
sel la 's  dowable basis, reduced by the amount of  actual depreciation allowed in the 
Medicaid rates. The sellcr's dowable  Building lmprovcmcnts will become pan of the 
new owner's AUowable Basis ofBuilding. 
4.  	 -. The Allowable Basis is the lower of the acquisition conor theseller's 
allowdble basis, r c d u d  by the amount of actual depreciation allowed in the Medicaid 
ratti. 
5. Upon transfer, the SELLER’S allowableBuilding Improvements will become pan of  the 
new owner's Allowable Basis of Building. 
6. Ifthe Division cannot determine the amount of actual depredationallowcd in a prior 
year from its records, the Division will dctumina the amount using the best available 
informationincluding among other things, documentation submitted by the Provider. .. 

( 1  

~ (SI 
1. 
S o e c i a l .  ... . The Division will reduce Allowable Basis if the 

ProvidEr docs not pay all or part of  thc acquisition cost of a reimbursable tixed asset or 
ifthere is a forgiveness, discharge, or other non-payment of al l  or part of a loan used to 
a q u k e  or construct a REIMBURSABLEfixed asset. The Division will reduce the basis to the 
extent that thc basis was derived from the acquisition or construction cost of the fwed 
assEt. 
2. -. T h e  Division will  recomputc Allowable Basis if a 
tmsferor REa facility to satisfy the transferee's purchase obligations; becomes 
an owncr or reccivcs an INTEREST in the TRANSFEREE’SFACILITY or company, or acquircs 
control of a facility. T h e  Allowable Basis will not exceed thc transferor's original 
allowable basisunder Division regulations applicable at the date of  C h a n ~ eof 
Ownership ,inncased by any allowable capital Improvements made by the transferee 
since acquisition, and rcduccd by depreciation since acquisition 

(3) M Z h d f k .  Under Method One. the Division will reimburse A!low&lc Base Year Fixed 
Costs including depreciation. interest, real m a t e  taxes, the Non-iNcoMe portion of the 
MASSACHURSETTSCorporate Excise TAXBuilding insurance and Equipment rental as defined below: 

(a) -. The Division will allow rwonablc rental and leasehold 
EXPENSES for Land, Building and Equipment, but reimbursement is limited to the lower of: 
a v q c  RENTALor ownership costs of comparable Providers, or the rwonablc and necessary . 
costs of the Provider and lessor including INTERST depredation, real property taxes and 
PROPERTY insurance. T h e  Division will not allow rent and leasehold expense unless a Realty 
Company Cost Report is filed. . .@I DEPreclatlon. The Division will  allow depreciation on Buildings, Improvements axd 
Equipment based on thc Allowable Basis of Fiied Assets. 

1. METHODOLOGY Allowable Depreciation is calculated usins the STRAIGHT line mEthod 

1 
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2- Y s c f u i .  k e p t  as provided below. Allowable Depreciation is calculatcd usins 
wine useful lives:the foll 

ASSET 

Building 

Building Improvements 

Equipment, Furniture and 
Fixtures 

TYPE 


Class I or II as classified by the Department 
of Public Safcty 

Class IIIor N as classified by the 
Department of Public Safety 

A Building owned and operatedby a 
political subdivision of the 
CommonwEalth o r  an authority or which 
was financed by municipal bonds. 

Building or leasehold Improvements made 
subsequent to thebeginning of the Rate 
YEARLmust be pro-rated over thelife of the 
lease or the balance of the estimated life 
of  the Building as determined abovc, but 
in no case to exceed the YEARLYrate of  5%. 

I I 

2.5% 

3 .O% 

20 5Yo 

various up to 5% 

I 10 1 10% 

Motor Vehicle EquipmEnt 
SOFTWARE 

3.  w. 
a If there was a Change of Ownership prior to 1983. the allowable depreciation is 
calculated pursuant to the reglation in effect for the year in which the Change of 
Ownership occurred. 
b. 	 Ifthcn is a Change OFOWNERSHIPon or after January 1. 1983. the allowablc basis 
ofBuildmg and BUILDING Improvements is depreciated over thc remaining useful life 
plus the number of YEARS that Building depreciation w a s  not rccapturcd in 
determining the dlowable basis for the new owner. Thc annual amount of 
DEPRECIATION on the asseu that have been transferred may not exceed the amount 
allowed to the immediate prior owner. 

(C) -. Interest on short term working capital is not allowable in the 
calculation of the prospective rates. In ticu of thcsc costs. the Division w i l l  include a 
working capital allowance for the FINANCING ofcurrent operations. The allowance is 
determined by multiplying the faciliTY’s weighted average case-mix adjusted rate (less fixed 
Costs. ~ ~ c ~ l l a n e o u sadjustments for inflation, r e r x n  on equity, and the usc and occupancy 
allowance) by 1/12 of 7.75%. 
( 4 -. 

I .  
a. Subject to thc limitations on refinancing set forth in  114.2 CMR 5.09(3)(d)l.b.. 
the Division will recognize a Ions te rm debt as reimbursable if it is obtained to 
finance assets used in thc care of publicly-assistEd patients and if it  is supponcd by 
allowablc depreciable fixcd assets 


